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Wentel Engineering Holdings Berhad (0298)
¥ Strong Start to FY25

By Tan Jia Hui / jlahui@tradeviewcapital.my

Valuation
B U I “ Our target price is based on:

FY25F PE of 20x, lower than its peers’ forward PE of

TP: RM 040 (+36°/0) “ 27X, given the smaller market size than its peers and

different exposure to semiconductor industry.

Current Share Price: RM 0.295

Initiation Report m

Investment Horizon : 12 months

Results Review

A S 4

(& Wentel's 1QFY25 core earnings of RM6.2 million met our expectations, representing 26% of

our full-year forecast. QoQ, revenue increased by 8%, primarily driven by robust orders
across all segments. This led to a 7% rise In core earnings, attributable to a better product
mix and improved operational efficiency.

accretion from the Electronics & Electrical (E&E) and security sectors. Concurrently, we
anticipate Wentel will significantly benefit from ongoing global trade realignments and
associated trade diversion opportunities. Evidence of this includes increased order
volumes from E&E clients, resulting from a reallocation of manufacturing activities to
Malaysia and the successful transition of New Product Introductions (NPIs) to mass
production. The company's new facility, expected to reach completion by Q4 CY2025 and
commence operations by 102026, will provide expanded capacity for scanning
operations, support the growth trajectory of the E&E segment, and offer enhanced
warehousing capabilities. We maintain our forecasts, BUY call, and target price of
RMO0.40, anchored to an unchanged 20x FY25F PE, reflecting a more pronounced
earnings growth outlook.

5%% Our positive stance on Wentel's prospective earnings is reaffirmed by robust order

Key Assumption

Before After
Revenue Growth

FY2025F FY2026F FY202/7F FY2025F FY2026F FY202/7F

Security segment 15% 15% 20% 15% 15% 20%

Electrical & Electronic segment 45% 45% 45% 45% 45% 45%
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Results Summary

FYE 31 Dec (RMm) 1QFY24 4QFY24 1QFY25

Revenue
Gross profit

EBITDA

Depreciation
EBIT

Pretax Profit
Taxation

Net Profit
Core Net Profit

Margin (%)
GP
EBITDA
Pretax

Net Profit

Financial Exhibits

25.8 28.9 31.2
7.0 9.3 9.7
3.0 9.9 9.4
-1.0 -1.4 -1.2
2.0 8.5 8.2
6.0 8.4 8.1
-1.4 -1.8 -2.0
4.6 6.6 6.1
4.6 5.8 6.2

27.3 32.1 31.0
11.7 34.2 30.0

23.4 29.2 25.9
17.7 20.0 19.8

7.9
4.2
-5.3
-13.0
-4.1
-4.0
9.3
-7.6
6.9

21.1
37.6

nm
16.5

nm
34.3
40.1
32.5
35.5

FYE 31 Dec
Revenue (RMm)
EBITDA (RMm)
Pretax profit (RMm)
Net profit (RMm)
EPS (sen)

PER (X)

Core net profit (RMm)
Core EPS (sen)

Core EPS growth (%)
Core PER (X)

Net DPS (sen)
Dividend Yield (%)
ROE (%)

P/BV (X)

FY2023A
08.8
20.4
18.8
14.1

1.2
24.1
13.8

1.2

(32.7)
24.6

0.0

0.0
13.8

3.3

FY2024A

112.4
25.5
20.8
15.0

1.3
22.6
19.6

1.7
42 .4
17.3

0.0

0.0

8.1

1.8

FY2025F
134.0
35.1
30.1
22.9
2.0
14.8
22.9
2.0
16.6
14.8
0.0
0.0
11.0
1.6

FY2026F
162.3
43.0
36.4
217.6
2.4
12.3
27.6
2.4
20.7
12.3
0.0
0.0
11.7
1.4

FY202/7F
203.8
53.3
45.8
34.8
3.0
9.8
34.8
3.0
25.8
9.8
0.0
0.0
12.8
1.2
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Financial Exhibits

ncome statement

YE 31 Dec (RM m)
Revenue

Operating expenses
EBITDA

Depreciation

EBIT

Net int iIncome/(expense)
Exceptional gains /(losses)
Associates' contribution
Pretax profit

Tax

Minority interest

Net profit

Core net profit

FY2023A
08.8
(5.7)
20.4
(1.3)
19.1
(0.3)
(0.3)

0.0
18.8
(4.7)

0.0
14.1
13.8

FY2024A
112.4
(10.6)

25.5
(4.5)
21.0
(0.2)
(4.6)

0.0
20.8
(5.8)

0.0
15.0
19.6

FY2025F
134.0
(7.1)
35.1
(4.7)
30.4
(0.3)
0.0
0.0
30.1
(7.2)
0.0
22.9
22.9

FY2026F
162.3
(8.0)
43.0
(6.3)
36.7
(0.3)
0.0
0.0
36.4
(8.7)
0.0
27.6
27.6

FY2027F
203.8
(11.0)

Balance Sheet Statement

FYE 31 Dec (RM m)
Fixed assets

Other long term assets
Total non-current assets
Cash and equivalents
Inventories

Receivables

Other current assets
Total current assets
Payables

Short term borrowings
Other current liabilities
Total current liabilities
Long term borrowings
Other long term liabilities
Total long term liab.
Shareholders' Funds
Minority Interest

FY2023A
42.8
1.5
44.3
18.6
15.5
20.8
18.3
73.3
6.6
1.5
6.0
14.1
1.4
0.2
1.6
101.9
0.0

FY2024A
67.0
4.9
71.9
31.5
21.9
26.9
61.8
142.2
7.1
1.4
14.7
23.3
3.5
0.9
4.4
186.5
0.0

FY2025F
70.3
70.3
46.2
20.2
31.9
47.8

152.2
8.5
1.4
9.9
3.5
3.5

209.1
0.0

FY2026F
72.0
72.0
61.6
31.9
38.7
47.8

180.0
10.3
1.4
11.7
3.5
3.5
236.7
0.0

FY202/7F

Cash Flow Statement

FYE 31 Dec (RM m) FY2023A FY2024A FY2025F FY2026F
Pretax Profit 18.8 20.8 30.1 36.4 45.8
Depreciation & amortisation 1.3 4.5 4.7 6.3 7.2
Working capital changes (0.3) (1.8) (7.9) (10.6) (15.2)
Others (2.7) (8.2) (7.2) (8.7) (11.0)
C/F from operation 17.2 15.3 19.6 23.4 26.7
Capex (19.2) (26.9) (8.0) (8.0) (7.0)
Others (3.6) (47.7) 0.0 0.0 0.0
C/F from investing (22.7) (74.7) (8.0) (8.0) (7.0)
Debt raised/(repaid) (1.5) (1.5) 0.0 0.0 0.0
Dividends paid 0.0 0.0 0.0 0.0 0.0
Others (2.2) 69.1 0.0 0.0 0.0
C/F from financing (3.7) 67.6 0.0 0.0 0.0
Net change in cash flow (9.2) 8.2 11.6 15.4 19.7
Free Cash Flow (2.0) (11.7) 11.6 15.4 19.7
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Investment Risk

. Customer concentration risk. More than 65% of its group revenue, particularly from security screening and only two

customers. Any reduction in orders, pricing renegotiations, or loss of key clients may materially affect the Group's
revenue and earnings, potentially leading to a significant financial downturn.

. Industry cyclicality. Wentel is exposed to cyclical end-markets such as semiconductors and E&E, which are subject to

global demand fluctuations, inventory adjustment, and investment cycles. A downturn in the semiconductor industry,
like that seen in 2023 or a slower-than-expected recovery in 2024, can lead to lower capacity utilization and deferred
customer orders.

. Execution risk from capacity expansion. The Group's ongoing expansion involves constructing new manufacturing

plants and acquiring new equipment, which involves execution risks. Delays in project completion, cost overruns, or
failure to scale up production as planned could negatively impact future earnings and return on investment.

. Labour and skilled talent constraints. The precision engineering sector relies heavily on skilled technicians and

engineers. Malaysia's manufacturing sector faces an ongoing shortage of technical workforce, which could affect
production efficiency and quality, particularly during rapid capacity growth phases

—

This report is prepared and issued by Tradeview Capital Sdn Bhd (“Tradeview”) for general circulation only and shall not be construed or considered as
an offer, recommendation, invitation and/or solicitation to purchase, subscribe to or sell any securities of the subject company mentioned in this report.

The information contained herein are based on data and sources believed to be reliable at the time of issuance and are subject to change without further
notice. Readers are encouraged to evaluate any specific investment or strategy based on individual circumstances, risk profile, investment objectives
and/or to seek legal, tax, financial and/or other advice prior to executing any transaction.

Tradeview does not make any representations and/or guarantee to the accuracy and completeness of the information and opinion contained herein and
accepts no liability for any direct or consequential loss arising from the reliance of this report. Tradeview and its affiliates, directors, shareholders,
employees and/or agents may have positions in the subject company covered in this report and may, from time to time, buy or sell securities of the
subject company. This report can be found on https://www.tradeviewcapital.my/research-depository/

This report has been prepared by Tradeview pursuant to the Research Incentive Program under Bursa Research Incentive Scheme Plus (“Bursa RISE+")
administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from Bursa Malaysia Berhad or the subject
company. Bursa Malaysia Berhad and its group of companies disclaims any and all liability, howsoever arising, out of or in relation to the administration
of Bursa Research Incentive Program and/or this report. This report can be found on https://www.bursamarketplace.com/

Tradeview Research Investment Rating System

Equity:

BUY: Total stock return expected to exceed +15% over 12-month period

HOLD: Total stock return to be between -15% and +15% over a 12-month period
SELL: Total stock return expected to below -15% over a 12-month period
TRADING BUY: Total stock return expected to exceed +10% over 6-month period
TRADING SELL: Total stock return expected to below -10% over a 6-month period
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